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DISCLOSURE OF PROBLEMS WITHIN SOME U.S. BANKS HAS 
BROUGHT INTO SHARPER FOCUS THE ORGANIZATION OF THE NATION'S 
BANKING SYSTEM, VOA BUSINKSS EDITOR FRANK FEINBERG HAS 
THIS BACKGROUND REPORT: 

VOICE: 

THE COMPTROLLER OF THE CURRENCY AND THE FEDERAL RESERVE 
BOARD CAMERICA'S CENTRAL BANK) PERIODICALLY ASSESS BOTH THE 
FINANCIAL CONDITION AND MANAGEMENT OF THE FORTY-SEVEN 
HUNDRED FEDERALLY=-CHARTERED COMMERCIAL BANKS. ABOUT SIXTY- 
THREE BANKS NOW ARE LISTED AS HAVING PROBLEMS, AND ARE 
RECEIVING CLOSE SUPERVISION BY THE FEDERAL GOVERNMENT, THE 
SITUATION IS CAUSE FOR CONCERN == BUT NOT ALARM, THERE IS 
NEED FOR NEW MEASURES -- BY BOTH THE BANKS THEMSELVES AND 
THE REGUTATORY AGENCIES -- TO MORE ADEQUATELY PROTECT DEPOSITS 
THROUGH JUDICIOUS CONDUCT IN DAILY TRANSACTIONS, 

THERE IS RECOGNITION BY AUTHORITIES THAT CLOSER SUPERVISION 
MAY BE NEEDED TO GUARANTEE THE CONTINUING VIABILITY AND 
SAFETY OF THE BANKING SYSTEM. CONTROLLER OF THE CURRENCY 
JAMES SMITH SAYS, THAT IN RETROSPECT, HIS OFFICE SHOULD HAVE 
BEEN MORE ASSERTIVE IN PRACTICES OF BANKS, SUCH AS LOANING 
HUNDREDS OF MILLIONS OF DOLLAAS FOR RELATIVELY HIGH-RISK REAL 
ESTATE VENTURES. MANY OF THESE LOANS NOW ARE IN DEFAULT. 

ANOTHER PROBLEM IS THAT THE SIZE OF LOANS AT SOME BANKS 
HAS BEEN BELOW THE SAFE RATIO IN RELATION TO THEIR CAPITAL 


FUNDS. BANKS HAVE BEEN CRITICIZED FOR DELEGATING TOO MUCB 
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RESPONSIBILITY TO UNDEREXPERIENCED PERSONNEL. ALSO, THERE HAS 
BEEN INSUFFICIENT LIAISON WITHII! BANKS BETWEEN LENDING STAFFS 
AND OTHER DEPARTMENTS, 

THESE ARE SERIOUS SHORTCOMINGS, AND BANKERS CONCEDE THAT 
THERE MUST BE IMPROVEMENT. BUT DESPITE THE SO-CALLED PROBLEM 
BANKS, THERE APPEARS TO BE NO RATIONALE FOR THE EXTREME ALARM 
VOICED BY SOME CRITICS, MOST OF THE CONDITIONS NO! COMING 
TO PUBLIC ATTENTION EXISTED BACK IN 1974, OR EARLY 1975. IN 
MOST CASES CORRECTIVE ACTION HAS BEEN TAKEN. AND NEI! 
SUPERVISORY SYSTEMS HAVE INCREASED THE NUMBER OF SENIOR 
PERSONS INVOLVED IN OVERSEEING BIG LOANS. THE EMPHASIS NOW IS 
ON SOUND PRACTICES, RATHER THAN GENERATING MORE LOAN BUSINESS 
THAN COMPETITORS, 

BANKING IS A BUSINESS, AND BUSINESS ENTAILS RISKS, THERE 
UNDOUBTEDLY WILL BE BANK FAILURES FROM TIME TO TIME, BUT THE 
NUMBER OF BANKS CLOSING THEIR DOORS HAS BEEN VERY SMALL. IN 
1975, WITH THE UNITED STATES EMERGING FROM THE MOST SEVERE 
RECESSION IN FORTY~YEARS, THIRTEEN BANKS FAILED, AND IN THESE 
CASES, THE FEDERAL DEPOSIT INSURANCE CORPORATION SUPPLIED MONEY 
TO PROTECT DEPOSITORS. 
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